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KEY ECONOMIC INDICATORS 
(millions of U.S. dollars unless indicated) 


Year (July 1-June 30) 1989/1990 1990/1991 1991/1992 1992/1993 


Domestic Economy 
Population (millions) 24.6 25.3 26.0 26.8 


Population growth (%) 2.9 2.9 2.9 2.9 
Nominal GDP 2,594.0 3S ,eaneu SD, 299-0 6,500.0 
Nominal GDP Per Capita 105.0 128.0 200.0 243.0 
Real GDP (% Change) -0.2 Led 9.6 5.0 
Inflation Rate (%) 41.9 129.0 142.6 100.0 


Production and Employment 
Unemployment Rate (%) 28.0 N/A N/A 


Industrial Production (%) -5.9 ‘ 4.8 N/A 
Budget Deficit (% GDP) 12.3 21.6 N/A 


Balance of Payments 
Exports (F.O.B.) 443.0 329.0 325::0 N/A 
Imports (C.I.F.) 1,035.0 1,433.0 1,323.0 N/A 
Trade Balance =592.0 -1, 104.0 -1,008.0 N/A 
Current Account Balance -1,217.0 =-1,857..0 <-2 7735.0 N/A 
Foreign Debt (year end) 12,849.0 14,138.0 15,000.0 N/A 
Debt Service Paid 140.0 84.0 73.0 N/A 
Debt Service Owed 1,323.9 1,478.0 1,392.0 N/A 
Debt Service as % Exports 346.0 449.2 441.9 N/A 
Forex Reserves (year end) 10.0 10.0 N/A N/A 
Real Exchange Rate LS/USD 42.4 61.1 80.0 120.0 


U.S.-Sudan Trade 

U.S. Exports to Sudan N/A 
U.S. Imports from Sudan N/A 
Trade Balance N/A 
U.S. Share SD Exports (%)* ° N/A 
U.S. Share SD Imports (%) ° N/A 
U.S. Bilateral Aid ‘ 0.0 


Principal U.S. Exports (91): Gum arabic, sesame, hides and skins. 

Principal U.S. Imports (91): Foodstuff, agricultural equipment, 
fertilizer. 

*Sudan is abbreviated SD. 


Source: World Bank, "Selected Macroeconomic Indicators" 





SUMMARY 


As the National Salvation Government of Sudan marked its third 
anniversary (June 30, 1992), Minister of Finance Abdel Rahim 
Hamdi could justifiably claim that he has gone further than any 
of his predecessors in implementing a comprehensive economic 
reform program. The government’s three-year Economic Salvation 
Program promised reduction of state involvement in the economy; 
deregulation of price and profit controls; privatization of 
government parastatal corporations; lifting of subsidies on fuel 
and food; liberalization of the trade environment; and 
stabilization of the exchange rate. Overall, the government has 
delivered on those promises. 


The economy, however, is responding slowly to the economic 
reform program. Major imbalances continue to persist in both 
external (balance of payments) and internal (budget operations) 
accounts. Concerned with continued economic deterioration, the 
government accelerated its reform program in February 1992, 
floating the local currency and lifting subsidies on wheat and 
fuel. Immediately, the Sudanese pound devalued by sixfold, the 
price of bread jumped 500 percent, and a gallon of gasoline 
quadrupled. The effects of those changes cascaded through the 
economy, producing adverse impacts on fixed and low income 
groups. 


The currency devaluation and lifting of subsidies further 
aggravated strong inflationary pressures generated by the 
government’s burgeoning budget deficit. The budget deficit 
soared to 22 percent of gross domestic product (GDP) in 
1991/1992. Neither the budget deficit nor inflation shows signs 
of shrinking as the nine-year old civil war continues in the 
south, consuming budgetary resources that the government can 
ill-afford to squander. 


Political instability and the slow response to economic reform 
efforts imply bleak commercial opportunities in most sectors of 
the Sudanese economy. The one major exception is the 
agricultural sector. The agricultural sector grew by 29 
percent, boosting real GDP by 9.6 percent. Due to a cool winter 
and near normal rainfall in the eastern breadbasket, Sudanese 
farmers harvested bumper sorghum and wheat crops this year. 
Assuming government policies continue to emphasize agricultural 
production, U.S. firms should find profitable, though limited, 
opportunities supplying agricultural and irrigation machinery, 
spare parts, fertilizers, pesticides, and related inputs. 


The last half of 1992 will be a severe period of testing for 
Sudan. The International Monetary Fund (IMF), which has placed 
Sudan under a Declaration of Non-Cooperation since 1990, will 
monitor closely the country’s progress on economic reforms. If 
the government can adhere to its reform program, it should be in 
a stronger position by year’s end to negotiate lifting of the 
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IMF declaration. However, restoration of normal economic 
relations is tied not only to economic reforms, but also to 
basic reforms in the political and human rights arenas. The 
uncertainties on both fronts cast a shadow over an otherwise 
bold economic reform effort. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Introduction: The National Salvation Government launched its 
three-year Economic Salvation Program in January 1990. The 
government aims to reverse an economy made arthritic by long 
years of pervasive government intervention. It has set 
ambitious goals to deregulate price and profit controls; 
privatize government parastatals; lift subsidies on basic 
commodities; liberalize trade; and stabilize the exchange rate. 


In February 1992, Finance Minister Abdel Rahim Hamdi announced a 
float of the exchange rate to counter the burgeoning black 
market for foreign exchange. The pound depreciated overnight 
from an official LS 15 to LS 90 per U.S. dollar. At the same 
time, Hamdi announced the lifting of subsidies on wheat and 
fuel, measures calculated to save the government billions of 
pounds while transferring supply of these commodities from the 
public to the private sector. These measures were followed in 
June by lifting of remaining foreign exchange controls to 
facilitate movement of hard currency into the commercial banks. 


So far, the economy’s recovery has been sluggish. Major 
imbalances continue to persist in both the external and internal 
accounts. Export earnings have been flat, giving little hope 
that the government will be able to repay any of its estimated 
$15 billion in external debt in the foreseeable future. 
Internally, government expenditures continue to outstrip 
revenues, resulting in large budget deficits that fuel 
inflation. The Sudanese population, with an official 
unemployment rate estimated at 30 percent in 1990/1991, has seen 
its purchasing power severely eroded by triple digit inflation 
over the past two years. Despite the economic hardships, the 


Finance Minister shows every sign of staying the course on 
economic reforms. 


Economic Growth: According to World Bank estimates, real GDP 
grew by 9.6 percent over the past year, breaking the zero growth 
pattern that has prevailed since 1988/1989. GDP growth was 
anchored by a 29 percent increase in the agricultural sector, 
the result of bumper crops of sorghum (3.7 million metric tons), 
and wheat (857,000). The bountiful harvest resulted in the 
second largest domestic surplus (1.3 million metric tons) 
recorded over the past two decades. 


The large sorghum and wheat crops resulted from a fortunate 
combination of good weather and adequate planning. The eastern 
states received near-average rainfall that boosted sorghum 
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yields, while the central region experienced an unusually cool 
winter that stimulated development of the wheat crop. Equally 
essential to the favorable harvest were the coordinated efforts 
of the Ministries of Agriculture, Irrigation, and Finance to 
effectively mobilize key factors of agricultural 
production--land preparation, seed, irrigation water, machinery, 
spare parts, fuel, and labor. 


Per Capita Income: The strong surge in GDP masks worrisome per 
capita income statistics. With a population growth rate of 


nearly 3 percent, the country’s estimated per capita GDP in 
1991/1992 was only about $200. Despite the record harvest this 
year, large numbers of Sudanese continued to suffer from food 
shortages. Transport and storage problems limited the ability 
of the government to distribute food from surplus to deficit 
areas, forcing continued and sensitive dependence on outside 
humanitarian aid. Relief foods have been directed toward 
meeting basic nutritional needs for victims of the continuing 
drought in the west, displaced populations in the war-torn 
south, and economic migrants who have settled around Khartoum 
and other urban centers. 


Balance of Trade: So far, economic reforms have had little 
impact on redressing the country’s large trade imbalance. Terms 
of trade in 1991/1992 remained unfavorable as the Sudanese 
recorded four dollars of imports for every dollar of exports. 
Oil accounts for the largest share of the import bill. Total 
energy costs are estimated at $300 million, roughly one fourth 
the total import bill. Lopsided energy expenditures have been 
aggravated by the uncertain supply of Libyan crude, which has 
forced the Sudanese onto the commercial spot market. 


Export earnings have failed to keep pace with spiraling import 
bills. Despite the currency devaluation and the removal of 
price controls, exports have responded slowly. Traditional 
exports have been on a declining trend since 1988/1989. Cotton 
exports have suffered as cotton acreage has been reduced in 
favor of wheat, and cotton prices have softened on the 
international market. Also, gum arabic and sesame production 
have declined due to the continuing effects of drought in 
western Sudan. Similarly, sheepherders in the western provinces 
have reduced their flocks as pasturage has shrunk under the 
influence of drought. To stimulate exports, the government cut 
export taxes in June 1992, but the impacts of the cuts are as 
yet uncertain. 


Remittances: Remittances from Sudarese nationals working abroad 
doubled to $106 million in 1991/1992, but were still only a 
fraction of the $445 million remitted as late as 1987/1988. The 
recent decline stems from reduced Sudanese employment 
opportunities in the Gulf following the conclusion of the Gulf 
War. Despite its balance-of-payments difficulties, however, the 
Sudanese Government remained hopeful at mid-1992 that 
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remittances would revive in the last half of the year as 
government policies to free exchange controls took hold. 


According to official figures at mid-year 1992, approximately $2 
million per day was flowing into the commercial banking system 
from remittances and export earnings. While these flows 
represent a considerable improvement on year-ago figures, they 
are only about one-half the amount needed to finance imports. 


Inflation, Money Supply, and the Budget Deficit: According to 
World Bank data, inflation averaged 129 percent in 1990/1991 and 


jumped to 143 percent in 1991/1992. However, during the last 
quarter (April-June 1992) the consumer price index (CPI) has 
shown little change, indicating that prices may be levelling 
off, though at historically high levels. Whether prices 
stabilize or continue their upward spiral will depend on the 
government’s ability to control the money supply. Money supply 
increased by 50 percent annually from 1988/1989 through 
1990/1991. However, in 1991/1992 money supply took a steep 
jump, increasing by 129 percent as the government sought to 
finance its deficit (estimated by the World Bank at 22 percent 
of GDP) by borrowing and printing money. The result has been 
continued high inflation. 


Official government projections of the 1992/1993 deficit 
indicate a more manageable figure of 5 percent of GDP than the 
1991/1992 figure of 22 percent. That estimate assumes, however, 
that the government will receive generous financing from both 


multilateral and bilateral donors, something which is far from 
guaranteed. In the meantime, the civil war continues to be a 
major financial drag on the budget, consuming a minimum LS 20 
billion ($200 million) annually, according to public estimates 
by the Minister of Finance. The pattern of unsustainable budget 
deficits and high inflation is likely to persist as long as the 
war in the south continues. 


IMPLICATIONS FOR THE UNITED STATES 


The commercial environment continues to be bleak for U.S. firms 
seeking business opportunities in Sudan. Chronic foreign 
exchange shortages, unsustainable budget deficits, high 
inflation, and the instability caused by the war all militate 
against favorable business prospects. Limited opportunities 
will continue to center around sources of external assistance, 
primarily humanitarian relief and ongoing projects financed 
through multilateral lending agencies. 


Currently, external aid to Sudan is largely limited to 
humanitarian relief. Last year (U.S. fiscal year 1991), donors 
supplied about 724,000 metric tons of relief food, with the 
United States providing about 331,000 tons of that total. Total 
U.S. relief contribution in FY 1991 was $170 million. Relief 
aid declined in FY 1992 in proportion to the favorable Sudanese 
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harvest of wheat and sorghum, which should allow the country to 
provide a larger share of its food requirements. U.S. food 
contributions dropped to 127,000 metric tons, valued at $56 
million. 


Total U.S. humanitarian relief will likely not exceed $70 
million in FY 1992. Nonetheless, humanitarian relief has 
spawned a mini-industry which may offer some limited business 
opportunities for U.S. firms. 


Transportation Industry: Transportation of relief grains has 
provided a major stimulus to the country’s private trucking 
industry, with a fleet of approximately 1,000 vehicles. The 
primitive transportation network in Sudan exacts a heavy toll in 
vehicular wear and tear, making spare parts a potentially 
lucrative market for U.S. parts suppliers. An estimated 50 
percent of the Sudanese trucking fleet is disabled due to 
unavailability of foreign exchange to purchase spare parts. 
Shortages were partially alleviated over the past year through a 
special arrangement with the U.N. World Food Program (WFP), 
whereby trucking firms were paid partially in hard (40 percent) 
currency and partially in local (60 percent) currency. The 
arrangement enabled truckers to replace some of their most 
urgently needed spare parts. Freeing of the exchange rate in 
February 1992 could facilitate flow of hard currency to private 
trucking firms, stimulating increased business in spare parts 
and replacement vehicles for an aging fleet. 


Agricultural Industry: Multilateral lending agencies such as 
the World Bank, the African Development Bank, and the 
International Fund for Agricultural Development continue to 
provide funding for a variety of agricultural projects. Over 
the past year both, the public and private sectors invested 
heavily in land preparation, pesticides, and related inputs. 
The government facilitated credit by shifting the bulk of 
agricultural lending from the public to the private sector. 


Currently, a consortium of 19 banks (4 government and 15 
private) manages an agricultural portfolio which totalled about 
LS 18 billion in 1991/1992. That total will increase in the 
upcoming year as the Central Bank granted authority (in May 
1992) for the banks to raise their agricultural lending ceiling 
by 40 percent. Additionally, a new Farmers’ Bank, with LS 3 
billion in assets, should further ease credit flows to the 
agricultural sector. Government policy will continue to promote 
food self-sufficiency for the foreseeable future. With proper 
planning and caution, U.S. agro-industrial suppliers should be 
able to position themselves to benefit from this policy. 


Oil Industry: Because of the country’s heavy dependence on oil 
imports (primarily from Libya), there has been strong local 
interest in developing Sudan’s oil resources. Local businessmen 
have invested in American-made topping plants (simple 
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refineries) to tap oil fields in western Sudan relinquished to 
the government in June 1990 by the Chevron Oil Company. High 
storage pumping and transportation costs have slowed 
development, but with outside technical assistance, the 
government still hopes to refine its first barrel of Sudanese 
oil before the end of 1992. 


In June 1992, Chevron sold its remaining oil concessions to a 
private Sudanese corporation. The sale paves the way for 
private investors to develop two major oil fields in southern 
Sudan, with proven reserves of about 250 million barrels. While 
the long-term Sudanese objective is to develop these resources 
for local consumption, the ongoing civil war, high development 
costs, and inadequate transportation infrastructure all pose 
formidable obstacles. 


Privatization and Foreign Investment: One of the major goals of 


the Economic Salvation Program has been the privatization of 
government parastatal corporations. Potential investors have 
been wary to take control of long-ailing factories which have 
suffered from years of neglect. Nonetheless, the government has 
shown some modest achievements. Government divestitures so far 
include a confectionary plant, a jute factory, hotel, tannery, 
and textile factories. Major State run companies such as Sudan 
Airways and the Postal and Telecommunications Corporation remain 
on the sales block. The Korean multinational Daewoo Corporation 
is the only foreign investor to date, acquiring a hotel, 
spinning and weaving plant, textile factory, and tannery. 
Daewoo, which operates a tire manufacturing factory in Port 
Sudan, hopes to earn foreign exchange from textile exports to 
finance raw materials for its tire plant. 


Potential Sales Opportunities: The transport and agricultural 
sectors offer sales opportunities for U.S. firms. However, the 
Sudan Government has placed its highest priorities on 
agriculture. The public and private sectors have invested 
heavily in land preparation, irrigation canal dredging, farm 
equipment, spare parts, fertilizers, pesticides, and related 
inputs. Presently, three World Bank funded projects provide 
sales opportunities in these areas. They are the Agricultural 
Research Extension Project, the Railway Emergency Recovery 
Program, and the Sugar Rehabilitation Project. 


Businesses with specific questions on Sudan may wish to contact 
the U.S. Department of Commerce Desk Officer, Room HCHB 3317, 
Washington, D.C. 20230, tel: 202/377-4564, fax: 202/377-5198; 
or the Economic/Commercial Counselor at the American Embassy 
Khartoum, P.O. Box 699, APO AE 09828. 
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